Appendix 1
Approved by the ERC Resolution No. 39,
dated August 28, 1998

LICENSING PROCEDURES

FOR OPERATION IN THE POWER SECTOR OF
THE REPUBLIC OF ARMENIA

These Procedures define the process of filing and reviewing Applications for Licenses thet give
the right to engage in certain activities in the power sector, as specified in the Energy Law of the
Republic of Armenia, the terms of License issuance (rgection), suspension and revocation, and
apply to the Entities specified in Article 2.1. of the present Procedures, regardless of the type of
their lega organization or ownership.

These procedures do not apply to the import and export of natura gas and dectricity.

1. DEFINITIONS
The terms used in these Procedures are defined as follows :
1.1. Entity - alegd ettity;

1.2. Energy Sector - asystem of technica and legd organization of the
economic entities involved in eectricity generation,
transmission and digtribution; therma power generation,
transmisson and distribution; natura gas trangportation and
digtribution; as well asthe import and export of eectricity,
and naturd gas (regardless of the type of proprietorship);

1.3. Commission - aregulating body in the energy sector, acting in
conformance with the RoA Energy Law, and in accordance
with certain authorities bestowed on itsdf by the
Government of Armenig;



1.4. License

- an officid document issued by the ROA Energy
Regulatory Commission verifying hisright to engage in

certain activities in the power sector;

1.5. Applicant

1.6. File

1.7. Licensee

1.8. Professional License

1.9. Force Majeure

- a person or entity that has submitted an Application for the
acquistion of a License, in accordance with the present
Procedures, in order to acquire aLicense

- an individud folder containing documents that once served as
a bass for issuing a License, as wdl as information about
violations discovered during the implementation of the licensed
activity, and ther rectification, tariff judificatiion documents,
financid reports and other relevant papers.

- an entity that has been issued a License, in conformance
with the RoA Energy Law and the present Procedures;

- a cetificate of professond qudifications issued to physica or
legd entities by a RoA Government-authorized body, to carry
out specific professond activities in the power sector.

- an emergency Stuation which occurs due to unforeseen and
uncontrollable circumstances (naturd disasters, military activities,
magor accidents in the supply system energy resources (fud,
water), mgor accidents at the Nationad Electric Network,
redrictions provided by the RoA Legidation), which partly or
completdly make the implementation of the licensed activity
impossible.

2. GENERAL PROVISIONS

2.1.  According to these Procedures, a Licenseisissued only to legd entities to engage in the
following activitiesin the ROA energy sector, provided by the RoA Energy Law:

a) transportation of natural ges,

b) digtribution of naturd gas;

C) congtruction worksin natura gas sector;

d) congruction of eectric (therma) plants;



2.2.

2.3.

24.

e) generaion of dectricity;

f) tranamission of dectricity;

0 digtribution of eectricity;

h) congtruction works in eectricity sector;

)] generation of therma energy (generation and transportation);
) transmission of thermd energy (trangportation and distribution)
k) digribution of therma energy

)] congtruction works in the therma energy sector

The construction of new generating plants, the erection of new ingtdlations in operating
generators amed at the increase of the ingtalled capacity of the plant, the construction of
new tranamisson and didribution networks via which the legd entity initiating that
congruction intends to carry out any ERC-licensed activity in the energy sector shal be
congdered a “Licensed activity of Condruction of Generating Plants, Production
Congtruction in Electric, Therma Power and Natura Gas in the Energy Sector”.

No License shall be required from energy sector Licensees (2.1.(3), (b), (f), (9), (j), (K))
for carrying out production congtruction, if that construction is taking place within the
scope of the Licensed Activity with the purpose of extending, developing, modernizing
the existing transmission (transportation), distribution networks.

Effective period of the licensed activities specified in Article 2.1. of the present
Procedures are as follows:

a) For congtruction works in eectricity, therma power and natural gas sectors the
effective period of the licensed activity shall be established depending on the scheduled
construction period.

b) For generation activity in dectricity and therma power sectors the effective
period of the licensed activity shall be established depending on the service period of the
generding plant.

) For condruction of dectric plants the effective period of the licensed activity
shdl be established depending on the scheduled construction period.



2.3.
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2.6.

2.7.

2.8.

2.9.

2.10.

3.1.

3.2.

3.3.

d) For transmission (trangportation) and distribution activities of eectricity, therma
power and naturd gas the effective period of the licensed activity shal be unlimited.

Engagement in activities specified in Article 2.1. of the present Procedures without a
License is subject to prosecution under the RoA Legidation.

No Licenseis required from dectric and therma power generatorsiif that energy is used
exclusvely for their own needs.

The only copy of the License is handed over to the Licensee persondly, or, if thereisa
corresponding authorization, to the authorized representative of the Licensee.

To receive the License, the Licensee is required to pay a charge, in the amount and in
procedures provided by the RoA Law on State Charge.

The receipt with the Licensee's or his representative's signature remains a the
Commission (Appendix 2).

The License becomes effective from the moment of its registration with the Commisson.

In the event of losing the original License, the Licensee will have to publish an ad in the
national printed press. After that he can gpply to the Commission, and receive a
duplicate of his License within a 15-day period.

The dienation of the License to other entities (transfer, sdes, etc.) is prohibited, unless
otherwise provided by Law.

APPLICATION FOR LICENSE, ITSREVIEW AND DECISIONMAKING

To get aLicense, the Entity has to provide the Commission with 2 copies of the relevant
Application and documentation, in accordance with the application form and the ligt of
pertinent documents, provided by Appendices 3 and 4 of the present Procedures.

Prior to applying to the Commission for a License, the economic entities that wish to
engage in activities specified in Item 2.1. (¢), (d), (h), and (1) of the present Procedures,
have to publish their decison about engaging in a certain type of activity in one of the
national newspapers (in accordance with the form given in Appendix 5), and submit
evidence of the publication to the Commission, aong with the goplication.

The Commisson may aso require other information, if such be necessary in order to
make a decison on the issuance or rejection of a License.



3.4.

3.5.

3.6.

3.7.

3.8.

3.9.

b)

d)

In accordance with the RoA Legidation, the applicant bears the responshility for the
accuracy of the information forwarded for the Commisson's review.

The Application for License and attached documents must comply with the requirements
provided by the RoA Legidation, the present Procedures and other normative
documents.

After recaving the Application for License and the pertaining documents, the
Commission regigers them and proceeds with verifying their compliance with the
relevant forms and the list of essential documents provided by Appendix 4 of the
present Procedures. Within 10 days of the receipt of the Application, the Applicant will
be sent a notice about the results of the review. In the event of a positive outcome, the
ERC shdl proceed with the licenang process and will issue an adequate resolution
within 90 days of the receipt of the Application.

If there is a need for additiond information or documents, which hinders the
decisonmaking process, or there is a need for supplementd andyss with the
involvement of independent experts, the time required for such an anayss (not to
exceed 30 days) is not included in the period of the Application review. The Applicant
shdl be notified in writing about such incidents.

In the event of a favorable outcome, within 10 days of the resolution, the Commission
issues the License in the due order and manner to the Applicant or his authorized
representative. In the event of an unfavorable outcome, within the same time period the
Applicant is sent a copy of the Commisson's resolution of rgection containing the
grounds for such regjection.

An Application for License can be rgected by the Commisson in the following
ingtances:

when the submitted documents contain misrepresentations of red facts;

when the applicant's basic documents do not comply with the requirements of the RoA
Legidation;

when the gpplicant does not possess the necessary financid means to carry out the
licensed activity (the gpplicant is not the owner of the set of assets essentia for the
licensed activity), or the gpplicant has been declared insolvent in accordance with the
established procedures;

when the technica indicators of the licensed activity do not comply with the current
gtandards of the Republic of Armeniaand other normative documents



3.10.

3.11.

3.12.

3.13.

3.14.

4.1.

4.2.

when the implementation of the licensed activity may result in an unjustified increase of
sdetaiffsfor dectricity, and/or thermd power, and/or naturd gas for consumers across
Armenia

when the issuance of the License to the applicant will redtrict the franchise rights of
another Licensee.

Regection of the License for other reasons (except for the cases provided by Law) is
disdlowed.

After aclose consderation of the Commission's objections to the issuance of a License,
the applicant can re-gpply for the License, in accordance with the procedures set by
Article 3.1.

The Commisson's resolution of refusd cannot affect in any way the review of other
goplications by the same gpplicant.

The Licensee whose License has been revoked has the right to apply to the Commission
for a new License on common grounds, if he meets the requirements st by the
Commission.

In case of meeting the requirements of the construction or production construction
Licenses, the ERC shdl issue the initiator an operation License within a month of the
completion of the congtruction, in smplified procedures and based on the Application
for a License, or the documents and reports submitted to the ERC upon the issuance of
the Congruction License or in the course of the actual construction or corresponding
authorizations provided by the RoA Legidation.

The margind tariff in case of which (or in case of margind tariffs lower than that) the
ERC guarantees the full or partid (determined by the necessity of safe and rdiable
operation of the energy system and demand forecasts) inclusion of eectricity generated
a the plant under congruction in the ERC-set annua quotas, should be necessarily
mentioned in the Electric Plant Congtruction Licenses.

PROCEDURAL QUESTIONS

The paperwork associated with the License regidration shdl be maintained separatey
for each Licensee, and an individud file shal be made for each Licensee.

In the event of termination of the License by the Licensee or revocation of the License,
the regigtration file shall be kept in due procedures.



4.3.

4.4,

4.5

4.6.

4.7.

5.1.

5.2.

In the event of License suspension or revocation the License shdl by dl means be
returned to the Commission within 5 days of the issuance of a corresponding resolution.

In the event of License sugpenson or revocation the ERC shdl notify the interested
organization and publish anotice in the printed press.

All the Commisson's resolutions regarding the issuance or rgection of a License, the
introduction of amendments and supplements to the License, the suspenson or
revocetion of the Licenses, as well as the introduction of amendments and supplements
to the present Procedures shal be made during the Commisson's meetings, in
accordance with established procedures.

The ERC dhdl mantan a Regidration Log of dl Licenses issued to Licensees
(Appendix 1).

The resolutions of the Commisson on licenang, as wdl as the submitted documents
have to be accessble for review by any of the interested physcd or legd entities,
provided that they do not contain any confidentia nationd, service or commercid
information, as required by the ROA Legidation.

PENALTIES. LICENSE SUSPENSION. LICENSE REVOCATION

The ERC, in conjunction with other authorized government bodies, shal carry out
monitoring of compliance to the License provisons.

In ingances when the Licensee fallsto comply with the License provisons, or patly fals
to adhere to the License provisons, or violates them, the Commisson is authorized to

aoply the following enforcement measures, in accordance with Article 27 of the RoA
Energy Law;,

a) notice and indructions to rectify violations;

b) sugpension of the operation License;

) revocation of the operation License.

The enforcement procedures for the above measures shdl be established by the ERC.

The Commisson can impose pendties on the Licensees in accordance with legidative
procedures.



5.3.

5.4.

5.5.

In ingtances of License revocation the Commission and the Licensee shal be guided by
Article 37 of the RoA Energy Law and the RoA Legidation.

A License can be suspended or revoked upon the Licensee's own initiative, by notifying
the Commission in writing. However, until the issuance of a corresponding resolution on
the suspension or revocation of the given License, the Licensee shdl be required to
carry on the licensed activity, as required by the License provisons.

The Licensee shdl not be hed responsble in conformance with Item 5.2. of the present

Procedures if the noncompliance with the License provisions have been caused by
Force Mg eure circumstances.

Disputes

Any disputes associated with the enforcement of the present Procedures shall be settled
in accordance with legidatively established procedures.



REGISTRATION LOG

OF OPERATION LICENSESIN THE POWER SECTOR OF
THE REPUBLIC OF ARMENIA

Appendix 1

Code of the Dateand Full and Type of Date of Issue | Effective Noteson | Special
Licensee Number of | Abbreviated (if | Address the of theLicense| Period of License | Notes
Registration | any) Name of Licensed and Number | theLicense | Suspension
of the the Licensee Activity of or
License Commission Revocation
Resolution (with
justification
)
2 3 4 5 6 7 8 9 10
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Appendix 2

License Receipt

Resolution No. , dated

Date of Registration

Number of Registration

Type of the Licensed Activity

The License has been issued to

Licensee’ s name, address, telephone number

Teletype, E-mail, telex, fax numbers

First and last name of the person receiving the License

Number of the passport or another 1D, and who it was issued by

Number and date of Authorization to receive the License

Appendix: Authorization to receive the License

First and last name, office and position of the person issuing

Date Sgnature
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Appendix 3

APPLICATION

We hereby are requesting a License authorizing our engagement in business activitiesin

Geographic area, region or Marz

Type of the Licensed Activity

We are hereby certifying that the information contained in the documents submitted to the RoA
Energy Regulatory Commisson is accurate and complete. Our company is familiar with the
provisons and requirements of carrying out the Licensed Activity and is promising compliance
with them.

The following documents are attached to this Application:
(Name of document, number of pages, number of copies)

oSk wnNE

Name of the Licensee

Bank Account information

Address, telephone, E-mail, telex, fax numbers

Position, first and last names and signature of the Applicant




Date, the seal of the enterprise
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Appendix 4
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1 2 3 4 5 6 7 8 9 10 11 12 13
Technical and economic characteristics of the activity . . . . . . . .
Company and its orgchart . . _ _ . . . _ . . . _
Copies of the company's foundation papers and State Registration
Certificate . . . . . . . . . . . .
Information about shareholders and their shares** . . . . . . . . . . . .
Professional License(s) . . . . . . . . . . . .
Geographic area of licensed activity** . . .
List of essential assets, including technical equipment and ancillary
devices, vehicles, machinery, buildings and open-air premises** . . — — . . . — . . . —
List of essential assets and ancillary devices, that were rented or
granted for rent, including technical equipment, vehicles, machinery, _ _ _ _
buildings and open-air premises** . . . . . . . .
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Appendix 4

Copies of the last inspection papers by government-authorized bodies
that carry out technical and environmental control (GORNADZOR &
GOSNADZOR)

Copies of the financial inspection papers (carried out by authorized
bodies) and audit resolutions (if carried out during the past one year)

Fees for services associated with the man activity

Business plan for long-term and short-term development activities**

Reports for the current year (by quarters) and the previous year in
forms developed by ERC**

Copy of the ad in a national newspaper about the intention to engage
in licensed activity**

Technical and economic justifications of the construction

Financial guarantees, in procedures set by ERC

Document verifying the payment of state charges*

Notes:

the document is reauired

1he document is_not reauired___

on licensina. and orior to the receiot of the oriainal License
** must be submitted in ERC-established forms
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Appendix 5

FOR PUBLIC INFORMATION

Please be advised that

Name of the Licensee

has gpplied to the RoA Energy Regulatory Commission for engagement in business activities
in

Geographic location, region, city or Marz

Type of the Licensed Activity

Telephone, E-mail, telex and fax numbers of the Licensee



